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FOREWORD 


When the Foreign Policy Association and the World Peace 
Foundation asked the Secretary of Agriculture to put into writing 
his views on world relations, they expected something unusual, 
but not anything as stirring as this pamphlet. 


Secretary Wallace presents a vivid picture of the dilemma in 
which America now finds itself. We are confronted, he shows, 
by two possible extremes: We can restore international economic 
cooperation in order to find an outlet for our productive facili- 
ties, or we can turn our backs on the rest of the world and bend 
every effort to establish and maintain a tightly protected, self- 
sufficient nation. 


The first course would require a radical scaling-down of tariff 
walls, the acceptance of more goods from abroad than we have 
been willing to receive in the past, and a widespread reorganiza- 
tion of protected industries. The second course, Secretary Wal- 
lace demonstrates, would mean that more than forty million 
acres of farm land would have to be withdrawn permanently 
from cultivation; that every plowed field might eventually have 
to be licensed; and that a rigid discipline would necessarily sup- 
plant individual freedom. It may be possible, as Secretary Wal- 
lace suggests, to find a middle course. But we cannot try to go 
both ways at once and hope to obtain a balanced, functioning 
economy. At the moment we appear to be making vast efforts at 
reconstruction without having adopted any definite goal. 


At this point a question may arise in the minds of those readers 
who examine the Secretary's statement attentively. The Admin- 
istration is now employing billions of dollars of government 
credit to obtain recovery and a rational adjustment to a changed 
world. The government has, or can obtain, ten to twenty billion 
dollars to develop a co-ordinated and balanced economic system. 
But, it may be asked, can our credit last forever without a solid 
basis of balanced productivity, geared to the full employment of 
our people and our resources, in a sound relationship to the rest 
of the world? 


If we continue to follow a makeshift policy rather than to 
rebuild our whole economic machinery on a well-thought-out 
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basis, and point it toward a definite objective, we are likely to be 
forced in the end into uncontrolled inflation, resulting in the 
complete breakdown of our institutions. Under the stimulation 
of government spending we are moving rapidly; but what are 
we moving toward? This is the question the American people 
must decide. 


The Foreign Policy Association and the World Peace Founda- 
tion are grateful to Secretary Wallace for allowing them to be 
the media through which his ideas are so forcefully expressed. 


RAYMOND LESLIE BUELL, President 
Foreign Policy Association 


RAYMOND THOMAS RICH, Director 
W orld Peace Foundation 
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PREFACE: WHICH WAY NOW? 


Woe Is greedy and not much given to re- 
flection. When hurt, the child bawls; then, smiling through tears, 
reaches hopefully for the first offered toy or cooky. Young persons 
or nations display characteristically a gusty temper, passing quickly into 
an ignorant hopefulness, an expansive optimism, which at its proper 
time of life is charming. But for a nation come of age to persist in 
infantile attitudes and habits of mind is unsuitable and perilous. 


During the recent war period certain things happened which made 
it certain that the United States would never go back completely to the 
old happy individual sort of thing which had marked our expansion as 
a nation. If during the postwar years of “normalcy” we had made 
certain adjustments, we might possibly have regained some measure 
of that happy individualism. But we did not do so, and now we are 
fated for grave adjustments, with no chance to turn back. 


Much as we all dislike them, the new types of social control that 
we have now in operation are here to stay, and to grow on a world 
or national scale. We shall have to go on doing all these things we do 
not want to do. The farmer dislikes production control instinctively. 
He does not like to see land idle and people hungry. The carriers dis- 
like production control because it cuts down loadings. The processors 
dislike it because of the processing tax. The consumer dislikes it 
because it adds to the price of food. Practically the entire population 
dislikes our basic program of controlling farm production; and they 
will do away with it unless we can reach the common intelligence and 
show the need of continuing to plan. We must show that need of 
continuing if we are to save in some part the institutions which we 
prize. 


Enormously difficult adjustments confront us, whatever path we 
take. There are at least three paths: internationalism, nationalism 
and a planned middle course. We cannot take the path of interna- 
tionalism unless we stand ready to import nearly a billion dollars more 
goods than we did in 1929. What tariffs should we lower? What 
goods shall we import? Which goods? ‘Tariff adjustments involve 
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planning just as certainly as internal adjustments do. Even foreign 
loans might involve a certain amount of planning. When we em- 
barked on our terrific postwar expansion of foreign loans, we did not 
plan. We plunged in blindly, and soon any reasonable observer could 
predict that the whole thing was bound to blow up. 


We did not then in our boisterous youth have the same view that 
England had after the Napoleonic Wars. Rather consciously Great 
Britain placed its loans with a long-time program of imports and an 
exchange of goods in view. Our own adventure was only from the 
short-time profit consideration. What tariffs to lower? What goods 
to accept? How readjust our own farming operations and industrial 
operations to the planned inflow of foreign goods? We scarcely gave 
such things a thought. 


I am interested now to observe in people who come to Washington 
the spirit of ’21 ablaze again. If we can only get some trade going 
with Russia, they think; or open up some business in the Orient; or 
ship out some cotton or wheat this way or that, then everything will 
Open up again. I cannot too sharply emphasize my conviction that 
internationalism must be even more carefully planned than a program 
of economic nationalism. 


The middle path between economic internationalism and nationalism 
is the path we shall probably take in the end. We need not go the 
whole way on a program involving an increase of a billion dollars a 
year in imports. There are intermediate points between international- 
ism and nationalism, and I do not think we can say just where we are 
headed yet. We shall be under increasing difficulties, no matter which 
way we tend, as our people become more and more familiar with the 
discomforts of the procedure. 


My own bias is international. It is an inborn attitude with me. I 
have very deeply the feeling that nations should be naturally friendly 
to each other and express that friendship in international trade. At 
the same time we must recognize as realities that the world at the mo- 
.ment is ablaze with nationalist feeling, and that with our own tariff 
impediments it is highly unlikely that we shall move in an interna- 
tional direction very fast in the next few years. Therefore, we must 
push with the greatest vigor possible our retreat from surplus actes, 
and seek to arouse the intellectual stamina necessary to meet and tri- 
umph over unpopular facts. 


In this pamphlet I propose to outline the drift of circumstances 
which put this nation where it is today. Then, with as little bias as 
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possible, I shall try to sketch the probable price—in terms of the actual 
and psychological pain of readjustment—of following the national, 
the international, or a rigorously planned middle trail out of the 
woods. 


There is still another trail—I mean the back trail, letting things 
drift, trusting to luck, plunging on toward internationalism as sellers 
and trying at the same time to huddle behind nationalist barriers as 
buyers. Even this, probably the most painful trail of all, is worth 
mentioning, for thousands of our people vociferously yearn to head 
that way; and the number of such people is likely to increase rather 
than diminish, I am afraid, in the next few years. 


Nothing in this pamphlet is to be taken as final. There can be 
no final answer to our present difficulties; there can hardly be even a 
satisfactory tentative answer until we decide which way we want to 
go. That question should be debated throughout America, and on the 
highest possible plane. It should be debated in Congress, in public 
forums, in city and in country schoolhouse meetings in every state. 
This time, our course must not be decided behind closed doors, either 
in Washington or on Wall Street. The people must be let in on the 
problem. ‘This time, let us open the doors and debate our future course 
throughout the length and breadth of the land. 


We must not only find a new leadership, but a common will to sup- 
port a planned and statesmanlike purpose. Our old leaders stand dis- 
credited. From the point of view of international adventures, the 
record of the international bankers has not been impressive. From the 
point of view of carrying out a nationalist plan, involving the retire- 
ment of some 50 to 100 million acres, the aid and leadership which 
might be expected from great interior cities has been similarly unin- 
spiring. 

Whether we are prepared at this time to engage in a genuinely 
scientific nationwide discussion of the tariff, as it affects agriculture 
and other elements in a long-time plan for the whole nation, I have 
little means of knowing; but I suspect that the desperateness of the 
situation has done a great deal to make realists of us all. And I have 
faith that we can arouse from the ranks of our democracy, in city and 
country alike, a leadership that will address itself to fundamentals, and 
not simply blow off in the empty and prejudiced emotional bombast 
which has characterized such discussions in the past. 


Our thinking on such matters must rise above immediate and per- 
sonal considerations, and above meaningless local bickerings, or our 
future is likely to be a dismal repetition of our past. 
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OUR APPROACH TO ISOLATION 


jae A foundation and framework of the new 
American design, we have undertaken to put our farmland into better 
order. We are out to subdue competitive overproduction. In conse- 
quence we are forced to think of what we ought to do with the 43 
million marginal acres of plowland we are going to take out of culti- 
vation in 1934 because the world no longer will pay us for the extra 
wheat, cotton and corn we have been growing there. We are not 
going to have a random expansion and exploitation conducted without 
regard to human values, as we have in the past. 


Theoretically, we recognize that this bringing of order out of chaos 
should extend as rapidly as possible into world agreements. But until 
such agreements can be made we must work to set our own land in 
order. To do so is not incompatible with plans for world cooperation. 
It might even be argued that we must learn to cooperate at home before 
we are fit to practice world cooperation in agriculture, trade and the 
arts of peace. 


As things are now, our millions of surplus acres breed nothing but 
confusion, poverty and waste. As long as we remain a creditor nation 
with high tariff policies, refusing to accept foreign goods in payment, 
those acres should not be tilled. Until our people have the vision to 
adopt a long-time world trading policy which is in keeping with our 
position as creditors, we must engage in the delicate processes of ad- 
justing basic production downward. 


At the opening of the World War, our farm production chanced to 
be pretty well in hand. There was no glaring disparity between the 
prices that farmers received for their crops and the prices they paid 
for things they had to buy. It is that condition of balance, or parity, 
between our major producing groups, attained more or less by chance 
in the years 1909-1914, which the Agricultural Adjustment Act is de- 
signed to restore. 


The war rushed us out headlong to world markets. Fifty million 
acres of Europe, not counting Russia, were out of cultivation. Food 
prices rose. A new surge of pioneers strode forth upon those high 
and dusty plains, once called the Great American Desert, and found 
that they could grow wheat there. Throughout the country, sod 
was broken. Before the surge was over, we had put to the plow a vast 
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new area. To replace the 50 million lost acres of Europe, America 
had added 40 million acres to its tilled domain and thrown its whole 
farm plant into high gear. 


When the war ended, Europe no longer needed those extra 40 mil- 
lion hard-tilled acres of ours, or for only a little longer, at best. We 
did not realize it at the time or for some years thereafter; some of us 
shrink from the realization even now; but at least 40 million acres 
of land, scattered all over the country, became surplus acreage very 
rapidly. We went on producing for the world market just as if that 
market were still there. Worse than that, instead of putting fewer 
acres we actually put more acres into crops for export. 


With an empire of our own to possess and conquer, America has 
never as yet displayed a consistently imperialist temper, in the broadly 
expansive sense of that term. After the World War, the Allies di- 
vided the world up, with a shrewd, contending eye for the deficit acres; 
and the United States said it didn’t want any. Disillusioned and 
confused by terrific adventures in our first war beyond the water and 
by the struggle at Versailles afterwards, we yearned only to come 
home quietly, expand some more in our own way within our own 
borders, and contend thereafter only among ourselves for the old 
spacious, separate spoils of “normalcy.” 


That couldn’t be. The marvel is not that we are now moving so 
fast, but that we were able to delay so long facing the realities of the 
postwar situation. It is a tribute to our great resources and our tech- 
nical productive ability that our fields and factories from 1914 to 1930 
were able to send to the outside world 25 billion dollars more in goods 
than we received. It is a reflection on our leadership that not until 
1933 have we done any effective thinking as to the steps the United 
States may have to take because it is simultaneously a great exporting 
nation and a great creditor nation. 


We went into the World War owing other nations 200 million 
dollars annually on interest account, and came out with other nations 
owing us 500 million dollars annually. Moreover, the production of 
our farms and factories was enormously stimulated during the war. 


Our financial and political leaders tided over the situation, or glossed 
it over, by maintaining a false market for our surpluses abroad. To 
do so, we loaned an average of more than 500 million dollars a year 
to foreign countries. While this false foreign market for American 
exports was being maintained Congress, amid general consent, twice 
raised tariffs. Schedules were raised in 1922 and again in 1930. 
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From 1926 on it became increasingly plain that modern technique 
applied to agriculture and to the production of other raw materials 
was heaping up a world-wide oversupply. World overproduction 
played an important part in the ever-descending spiral which began in 
1930. 


When the present administration came into power on March 4, 
1933, it had been for several years apparent that there is no longer 
an effective foreign purchasing power for our customary exportable 
surplus of cotton, wheat, lard and tobacco at prices high enough to 
assure social stability in the United States. It was apparent that more 
than 40 million acres of American soil were producing material which 
could not be consumed within the country, and which could probably 
not be consumed even were all our industrial payrolls again to blossom 
magically to the pumped-up boom-time levels of 1929. It was ap- 
parent that, with things as they are and with our inherited attitude as 
to tariffs, it would be impossible to re-establish a large American trade 
abroad at once, or in the next few years. 


Accordingly, the present administration is conducting an orderly 
retreat from surplus acreage. In essence, it is a program of govern- 
mental adjustment payments to cooperating farmers, rewarding a co- 
operative adjustment of acreage pro-rata, farm by farm. In the ad- 
ministration of this and of auxiliary or fortifying measures, the Farm 
Act of May 12, 1933 gives us wide permissive powers. Of the present 
Congress (1934), we shall probably ask amendments permitting an 
even wider, and far more selective, retirement of acreage on a more 
permanent basis. 


At present none of our production schedules for export crops will 
be adjusted to a strictly domestic basis. Our foreign trade in these 
crops has very seriously dwindled, but we still have foreign customers 
for cotton, tobacco and certain foodstuffs. We want to keep that trade 
if possible and get more foreign trade if we can. Our immediate effort 
is to organize American agriculture to reduce its output to domestic 
need, plus that amount which we can export with profit. 


Our adjustment program must in its very nature be kept elastic. 
If or when world trade revives, we still can use to excellent advantage 
our new social machinery for crop control. We can find out how 
much of our crops they really want in other countries, and at what 
prices; then we can take off the brakes and step on the gas a little 
at a time, deliberately, not with the reckless disdain to world traffic 
signals that we exhibited in years past. i 
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By the end of 1934 we shall probably have taken 15 million acres 
out of cotton, 20 million acres out of corn, and about half a million 
acres out of tobacco. Add to that the 714 million acres that we used 
to sow to wheat and now shall not, and you get a total of 43 million 
acres which may be no longer planted to our major export crops. 
Forty-three million acres is nearly one-eighth of all the crop land now 
harvested in the United States. 


We do not claim that the action taken under the Agricultural 
Adjustment Act or the National Recovery Act, or any other of the 
emergency acts, helpful as they may have been temporarily, constitute 
a fundamental plan for American agriculture. What we have done 
has been frankly experimental and emergency in nature, but we are 
working on something that is going to be permanent. We are well 
aware that our present machinery for production adjustment may not 
be at all like the machinery we shall have to design and operate for 
the longer future. 


Using government money derived from processing taxes, we have 
asked the voluntary cooperation of the American farmer in making 
emergency adjustments to present world conditions. Thus we are 
sparring with the situation until the American people are ready to face 
facts. The bare, distasteful facts, I mean, on such matters of policy 
as exports, imports, tariffs, international currency exchange, export 
quotas, import quotas and international debts. These are the weapons 
of economic warfare which are more deadly than artillery. These 
economic weapons are so subtle that they have a nasty way of bouncing 
back on you with redoubled force when you think you are using them 
against the enemy. Fundamentally these weapons are spiritual in na- 
ture, although this is not recognized by business men and by very few 
statesmen. 


III 


THE COST OF ISOLATION 


he PROBLEM Of statesmanship is to mold a 
policy leading toward a higher state for humanity, and to stick by that 
policy and make it seem desirable to the people in spite of short-time 
pressure to the contrary. True statesmanship and true religion have 
much in common. Both are beset by those who, professing to be able 
politicians and hardheaded men of affairs, are actually so exclusively 
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interested in the events of the immediate future or the welfare of a 
small class that from the broader, long-time point of view they are 
thoroughly impractical and theoretical. 


Ever since the war we have blundered along refusing to reconcile 
our professions with the realities. Under cover of enormous foreign 
loans, we seemed to be acting on some international plan; but in reality 
there was no plan. 


The failure to adopt any nationally approved plan during the post- 
war years has of course been disastrous for all of our major producing 
groups, but it has been most disastrous in its effect on agriculture. 
The loss of billions of dollars of agricultural income can be charged 
directly to this cause. The foreign loans we made to sustain our ex- 
panded productive capacity after the war, merely concealed the true 
nature of our situation. When the loans ended—as they were sute to, 
since we refused to accept sufficient goods in payment—our artificial 
market for the surplus disappeared overnight. 


In hurriedly making adjustments to a changed, chaotic world, we 
have been forced rapidly in the same nationalist direction which other 
nations have been taking more gradually and deliberately since the war. 


Of course, there are a few of our manufacturing industries which 
would require readjustment if we continue to follow the national plan 
exclusively, but for the most part the burden of the adjustments will 
fall on agriculture. 


International planning, on the other hand, would throw the great- 
er burden of adjustment on factories rather than on farms. 


American agriculture has not benefited by tariffs, except spottily 
and for short periods of time. Despite that fact, both Republican 
and Democratic representatives of our agricultural regions have done 
their best to put up agricultural tariffs every time industrial tariffs 
were put up. Unfortunately for agriculture, most of the tariffs given 
to it are either immediately or in the long run worthless paper tariffs. 
In tariff matters agriculture has played Esau to the industrial Jacob. 
Cotton, wheat and lard obviously can never benefit from a tariff as 
long as we export half our cotton, one-fifth of our wheat, and one-third 
of our lard. Such products as butter, beef cattle, wool and flaxseed 
may be helped by the tariff for a number of years but, as the cotton, 
wheat and hog men shift their attention to the protected products, it 
is rapidly discovered that the tariff benefits, even on these products of 
which we do not have any exportable surplus, is a temporary thing. 
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Two or more years ago, a number of observers, myself among them, 
were warning American beef cattlemen and the dairymen to look out 
for overproduction of milk and beef in three or four years. We 
said that the tariff, which has been somewhat effective on dairy and 
beef products during the greater part of the last five or six years, was 
certain to be almost completely ineffective when our production passed 
a certain point. 


The artificial barriers set up around our milk sheds were like little 
tariff walls. Note what happened under surplus pressure. The forces 
set at work by a local protectionist policy, by sanitary provisions, ship- 
ping restrictions, price agreements, etc., worked up a devil’s brew 
so rapidly that the mess predicted a year or so from now came sooner. 
Gangsters crept in to limit competition for their own profit. Strikes 
and disorders assumed in places the proportions of minor guerilla war- 
fare. Before the end of 1933 we were forced to step in and apply 
stabilization patchwork to our butter market, and to consider the fur- 
ther proposal of farm leaders that we apply 200 million dollars more 
to tiding over our dairy and beef cattle situation until we could get on 
into programs of production control. 


In November of 1933 the President was urged by five governors of 
northwestern states to put into effect compulsory marketing control 
for every farm product of the country. I thought of the dairy situa- 
tion and of farmers with hogs to sell, and I shuddered. I thought of 
the racketeering that would grow up at once if hogs were placed at $9 
a hundred next week and different groups of farmers, aided by the 
racketeering elements of the city, began to fight as to whose hogs 
should get the preferred price. I thought of working out the price 
differentials for every town and city in the United States and of work- 
ing out base and surplus plans week by week and month by month for 
each farmer in the United States. I thought of the way in which the 
dairy people heretofore have relied as far as possible on compulsory 
control of marketing without any thought of control of production, and 
what this situation has finally brought to them. And I knew it would 
be necessary to go to Congress to get a very large appropriation so as to 
have a police force of half a million men to keep down the racketeer- 
ing. I thought of Prohibition and the way in which this police force 
would be open to the bribery which always exists when compulsion is 
being exerted in defiance of economic fact, and emotional tendency. 


The more I study our trouble the more I am convinced that it calls 
for far more than emergency action and patchwork on top of patch- 
work. It is imperative that we get down to fundamentals at the earliest 
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possible moment, that we have a plan in line with our world position 
and with the genius of our people, and that we stick to that plan 
through thick and thin, no matter how great the pressure of oppor- 
tunists. 


In well-developed countries like the United States and England, 
the maximum of consumers’ wealth can best be attained with a low 
tariff. This is an economic truism, which so far as I know is not dis- 
puted except by politicians who have an axe to grind or those who, 
like the farmers of my native Iowa, have been made the intellectual, 
emotional and habitual victims of the class just mentioned. 


So deepseated, however, is our national inclination for the hair 
of the dog which bit us that when the dairy and beef cattle situations 
came to a head this winter a few politically minded farm leaders, 
steeped in the towering tariff tradition of the northern states, pro- 
posed to cure the trouble by putting on still higher tariffs. You cannot 
cure an organic disease with larger doses of the quack poison that 
caused the distress. At the present time we import only 1.2 per cent 
of all our dairy products and less than 87/100 of one per cent of all 
our beef and veal. 


Since coming to Washington I have been called upon by many with 
similar proposals. It has astonished me to find that there is perhaps 
as much high tariff sentiment in the Democratic, and presumably more 
agrarian party today, as there is in the Republican party. As a matter 
of fact, the party line on this tariff question seems erased. ‘Tariffs 
have become very largely a question of local interests and prejudices. 
I am especially interested to note certain rather enthusiastic responses 
to low tariff and world trade suggestions in our great eastern seaports. 
I think this is because certain people are beginning to see that free 
trade would tend in the future to develop the Eastern seaports, where- 
as a strictly isolationist policy would tend in general to develop the in- 
terior of the country. 


That, however, is problematical; and the fact remains that the pain 
and distress of nationalist readjustment, and a retreat from world 
markets would bear down far more heavily on agriculture than on 
industry. The explosions as to milk which I have recorded are advance 
signs of the pain of just such adjustments as will be required with 
increasing insistence if we proceed resolutely along the path of a re- 
stricted, regimented, nationalist development. 


Under nationalism we must be prepared to make permanent the re- 
tirement of from 40 to 100 million acres of crop land. Forty million, 
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if we take out good land; 100 million if we take out the worst. Fur- 
thermore, if we continue year after year with only 25 or 30 million 
acres of cotton in the South instead of 40 or 45 million acres, it may 
be necessary after a time to shift part of the southern population, and 
there is a question as to just what kind of activity these southern farm 
laborers should engage in. We will find exactly the same dilemma, 
although not on quite such a great scale, in the corn and wheat belts. 


In ordinary times which have not been upset by the terrific impact 
of a great war, matters of this sort could be worked out gradually. 
But this is not the case now and the point I am making is that if the — 
path of utter nationalism is followed, there must be a definite, con- 
scious planning effort put forth, even greater in its complexity than 
the effort of the great war itself. The thing can be done, but it re- 
quires the understanding allegiance of the people. To attain that re- 
quires time and literally hundreds of millions of personal contacts as 
the educational or propaganda process is carried out. 


If we finally go all the way toward nationalism, it may be necessary 
to have compulsory control of marketing, licensing of plowed land, 
and base and surplus quotas for every farmer for every product for 
each month in the year. We may have to have government control 
of all surpluses, and a far greater degree of public ownership than 
we have now. It may be necessary to make a public utility out of 
agriculture and apply to it a combination of an Esch-Cummins Act 
and an Adamson Act. Every plowed field would have its permit stick- 
ing up on its post. The five governors of our northwestern states 
claimed they were ready for this kind of thing. Frankly, I do not think 
we should go this far until we have had a chance to debate all of the 
issues with the utmost thoroughness. This whole problem should be 
debated in such a lively fashion that every citizen of the United States 
will begin definitely to understand the price of our withdrawing from 
world markets, and the price of going forth for foreign trade again. 


Not only the price, but the practicality of going ‘‘national” should 
enter into the public’s decision on this question. On the side of na- 
tionalism a number of practical considerations may be arrayed. If 
great hordes of people, the world over, are pouring in a given direc- 
tion down a given trail, it is easier to go along in the same direction 
than to travel uphill against the crowd. If you do try to move against 
the crowd, it is conceivable that you will be pushed back two steps at 
times for every step taken forward. It is even conceivable that striv- 
ing in an international direction you may be forced to nationalism in 
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the end. The present world surge runs so strongly toward nationalism 
that it is a serious question how far we can make headway against it. 


But the pain of a pinched-in national economy will, with our ex- 
pansive capacities to produce, and our expansive desires to do so, 
prove so intense that we certainly ought not to abandon thought of a 
planned international drive for trade at this time, when we have really 
given the question no thought at all. Given a propelling common 
impulse to go the international way; given a steadfast national reso- 
lution to rebuild our agriculture and commerce on spacious rather 
than cramped, denying lines, America could exert a vast world influ- 
ence toward larger, more rational and more decent trade designs. 


The contention that it is useless now to press against the world tide 
and try for international trade is strengthened in some measure by 
the contention that machinery levels off regional potentialities; that 
the products of one civilized country soon become very much like 
those of another country; and that to trade like products is simply a 
waste of money and time. The drift toward economic nationalism is 
therefore bound to accelerate, according to this argument, as the years 
go by. 

Undoubtedly there is something to this argument. Imitative fac- 
tories producing similar products can spring up in almost any soil and 
climate. That clustering of specialized skill which makes Detroit, 
for instance, a motor center may be bodily removed, in a manner of 
speaking, to China, through importations of machine tools and a few 
factory technicians. The increasing success of the Russians, never 
distinctly a machine-minded people, in turning out tractors and other 
modern equipment somewhat like our own, may also be cited as a case 
in point. But I think it is obvious that in a sane world, without bar- 
riers of hatred and suspicion, the Russians would have chosen to de- 
velop products more in line with their own national genius, and trade 
such products for our machines, rather than to turn out toilsome imi- 
tations on their own soil. 


Mechanization may tend to make the manufactured products of all 
countries more nearly alike; but the tendency cannot be considered 
apart from the question of raw materials; and the natural zones of the 
highest potential production in agriculture and mining are little sub- 
ject to mechanistic change. There is a best place, and a second and 
third-best place in the world to mine coal or grow cotton, just as there 
are favored and less favored cotton and coal regions within the United 
States. We cramp the finest possibilities of a civilization when, blinded 
by local pride, either regional or national, we blink at plain facts. 
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The same thing holds true of innate or inherited capacities. England 
makes better cloth than we do, and better hand-made shoes. France, 
I am told, makes better wine. Unquestionably, however, we raise 
apples more cheaply than France. Accordingly, one of our first ap- 
proaches toward dealing with the world again, on a new basis, is as 
simple and sensible as a swap between two pioneer farm neighbors. 
We traded France some of our apples for some of its wine. 


International trade is not necessarily complicated. If we allow our- 
selves again to approach world trading as if it were a sacred and 
impenetrable mystery, then we are likely again to get into another jam. 
The considerations which make international business desirable are 
plain. Recently I heard for the first time a saying popular in Arkansas. 
It was that Arkansas could build a wall a mile high around its borders 
and go right on living and doing business. That may be true; but I 
doubt if even the noisiest orator in Arkansas would claim that the © 
people there could live as well or as spaciously as they do even now, 
exchanging goods and services with the people of other states. It is 
equally obvious that we take only meager advantage of this opportunity 
to exchange special products or special capacities if we coop up the 
process within national boundaries. 


I say, then, that in respect to raw materials and handicraft products, 
world exchangeability is as desirable now as it ever was; and I deny 
that mechanization wipes out national differences in skill and in- 
genuity. Where it seems to do so, I think the result is impermanent. 
Chinese to whom we send machine-tools may turn out a good Ford car, 
but the next improvement in the car and in the machinery which makes 
it, would be likely to occur on this side of the water. On the contrary, 
we could train American workmen for years on end and equip them 
with the best Chinese devices, yet the best Chinese embroidery would 
still come from China. Granting then a certain tendency of modern 
equipment to standardize and level the product, there remains for the 
long pull a great variety of inherent national advantages which, in a 
sane and neighborly world, would allow plenty of room for trade. 


The great virtue of trade, as it entered into our pioneer or primitive 
farming society, was the release it afforded each man and woman to 
develop special skills and follow a special bent. The settler who was 
no hand at making his own shoes but who liked to breed fast horses 
could spend more time with horses and trade his special skill as a 
horseman for shoes. On the other hand, the man who delighted in 
the craft of shoemaking could devote more of his life to that and 
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own a far better horse than any he himself would ever manage to 
breed and rear. 


This is a very elementary example of how civilization is advanced 
by specialization and trade. We all know the aberrations and injustices 
which have accompanied the process; but the fact remains that a peace- 
ful trading society based on natural advantages leads to a better way of 
life for all. To the degree that trade is artificially bounded, the world 


as a whole falls short of developing regional advantages and native 
skills. 


Adam Smith made much of this point in his great book, The Wealth 
of Nations, published in 1776. England’s trade policy of the nine- 
teenth century derived in some part from his clear-cut and truly noble 
concept of a world exchanging freely of its best. But Adam Smith 
held that trade let alone (/aissez-faire) would balance and govern 
itself for the general good. We know now from bitter experience that 
there is no such magic in /aissez-faire. Absolutely free competition, 
conducted nationally or on a world scale, produces unendurable over- 
concentrations of goods and power. When the pressure gets too high, 
we have a war or an interior outburst, and the dreary cycle begins 
anew. 


That was the Old Deal. It was the product of unbridled greed and 
opportunism. I hope that we are through with it. We have come 
perforce to think in terms not of free production and trade, but of 
planned production and trade, within and between nations. Never- 
theless, Adam Smith’s refusal to draw petty little lines of locality 
around concepts of trade and civilization may properly, I think, move 
our minds and hearts to larger efforts now. 


To a free people the pain of nationalism is actual. As yet, we have 
applied in this country only the barest beginnings of the sort of social 
discipline which a completely determined nationalism requires. In 
previous pages I have raised the question whether we as a people have 
the patience and fortitude to go through with an international program 
when the world seems with varying degrees of panic to be stampeding 
the other way. It is quite as serious a question whether we have the 
resolution and staying power to swallow all the words and deeds of 
our robust, individualist past, and submit to a completely army-like, 
nationalist discipline in peace time. With the world as it is today, 
thoroughgoing nationalism often requires no less. If you doubt that, 
consider even the little news of strictly nationalized countries, under 
dictatorships, which leaks into American newspapers and magazines, 
still clamorous and free. 
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Our own manoeuvers of social discipline to date have been mildly 
persuasive and democratic. We have paid cash to farmers to cooperate 
in necessary reductions of acreage, pro-rata. We have appealed to the 
patriotism of corporate and individual manufacturers, transporters and 
storekeepers, with a passing part-way appeal to consumer sentiment 
for a necessary reduction in working hours and raises of pay. We 
have called for criticism and have heard it, so far as the pressure of 
events allowed, receptively. Following since March 4, last, a new de- 
sign for American life, we have been letting people out of jail for the 
crime of expressing disagreement, instead of putting them in. 


I want to see things go on that way. I would hate to live in a 
country where individual thought is punished and stifled, and where 
speech is no longer free. Even if the strictest nationalist discipline 
reared for us here at home, exclusively, a towering physical standard 
of living, I would consider the spiritual price too high. I think, too, 
that this would be pretty much the temper of the rest of the country; 
but there is no telling. A rampant nationalist feeling grows by what 
it feeds on, and it swells to unpredictable proportions with marvelous 
speed. Once it gets going headlong it puts down objection brutally; 
and the speed of the march is thus accelerated. 


That might prove just as true in this country as elsewhere. Regimen- 
tation without stint might indeed, I sometimes think, go farther and 
faster here than anywhere else, if we once took the bit in our teeth 
and set up for a 100 per cent American conformity in everything. We 
are a people given to excesses. I recall particularly the pressure toward 
conformity brought to bear during our wartime Liberty Loan drives; 
and we all have seen the same thing more or less repeated on a smaller 
scale whenever a town had a Y.M.C.A. or something of the sort to 
build. These outbursts of local high-pressure are not necessarily 
plotted and pushed from above. During the first year’s cotton plow-up 
campaign in the South, for example, time did not permit sending out 
anything from national headquarters at Washington very much more 
than the contract itself. We had no slogans or banners, and very few 
set speeches. We had no insignia for the farmer who signed up to 
put on his mail-box. We knew what pressure would fall on the man 
who had no mark on his mail-box; and we purposely wished to avoid 
things like that. We wanted the thing put as a plain take-it-or-leave- 
it inducement to voluntary cooperation; and all our national plans and 
directions were drawn with that in mind. 


Immediately, however, many local communities formed drives in the 
old 100 per cent “come along or be accounted a traitor” spirit; and 
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before the thing was over there was even, I am told, a little night- 
riding, with the neighbors coming in to take out the cotton of the man 
who refused to sign. The American spirit as yet knows little of mod- 
eration, whichever way it turns. 


There are certain satisfactions to be derived, no doubt, from a strict 
ovethead discipline. Troops and officers in the late war seem, for all 
their complaining, to have recognized that. I hear veterans now recalling 
with a certain yearning how simple everything seemed in those days. 
In the Army, everything was arranged for them: the question of sus- 
tenance, of choosing clothing, of mapping journeys, of deciding who 
was important and who was not. Everything right down to dental 
work, medical attention, and bedtime was arranged for them, as for a 
child. Beyond all that, though the work was murderous, the citizen 
in arms was illumined with a glowing purpose; he had a mission with- 
out the dollar sign marked visibly upon it; and the nation accorded 
him signs of awe and admiration which, generally speaking, he has not 
enjoyed since. Mad as it sounds, I think that thousands of men were 
happier in the Army than they have ever been since; and the same 
thing extended in a measure to the civilian population. All felt them- 
selves part of something greater than themselves. 


The ruthless development of nationalist peacetime programs permits 
much of that same exalted frenzy, and generally requires more and 
more of the same as it goes along. I am aware of the higher possibilt- 
ties of such a ferment. William James wrote most persuasively of 
the need of “a moral equivalent for war.” Cautiously and ten- 
tatively, the New Deal in America has already evoked a little of 
this spirit. If we go on trying to keep things whirling within national- 
ist limits, it seems certain that we shall count less on social discipline 
voluntarily aroused and more on direct compulsion. Under such con- 
ditions the traditional American spirit would soon be, it seems to me, 
as a spring, tightly coiled, and ready to burst out dangerously in any 
direction. I wonder if we could stand the strain. 


A surprising number of farmers after a year of voluntary production 
control are writing me letters insisting that hereafter the cooperation 
of all farmers be compelled absolutely; and that every field, cotton-gin, 
cow, and chicken be licensed; and that the strictest sort of controls be 
applied to transportation and marketing. I believe they mean it, but I 
wonder very seriously whether they are ready for such measures, and if 
they really know what they are asking for. 


Nations still in their pioneer stages of development are never forced 
to make decisions of this sort. All their energies are devoted, on the 
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one hand, to exploiting their unappropriated resources, and on the 
other, to paying off the debts owed to older settled regions. The older 
nations have always been faced with the problem of developing a 
definite national policy, backed up by an educated, determined public 
Opinion. 


In the United States we have changed so suddenly from a debtor to a 
creditor nation that our people are only now becoming aware of the 
need for a definite program of long-continued action which will con- 
tinue without great changes no matter which party shall be in power. 
The facts involved are such that there should be no great difference of 
opinion between Republicans, Democrats and Socialists. The all-im- 
portant thing is to recognize the fact that two plus two can equal six 
only so long as the time factor is taken care of by placing a burden on 
the monetary system which eventually passes human endurance. 


Great prosperity is possible for the United States if we follow the 
strictly nationalist course, but in such case we must be prepared for 
a fundamental planning and regimentation of agriculture and industry 
far beyond that which anyone has yet suggested. To carry out such a 
program effectively, with our public psychology as it is, may require a 
unanimity of opinion and disciplined action even greater than that 
which we experienced in the years 1917-1919. 


Nevertheless, the national path remains wide open to us. We can 
travel it if we want to. We can get along completely on sugar raised 
at home, even though the cost may be twice what it otherwise would 
be. We can completely substitute the use of rayon for silk. We can 
raise our own tea and get along without coffee. We can even raise 
our own rubber for perhaps 30 cents a pound. If the national will is 
completely bent in this direction we can arrive together at a self-con- 
tained life, but the process of transition to this self-contained Utopia is 
certain to be extremely difficult. It may require a great amount of 
governmental aid to take care of people formerly engaged in import 
and export businesses. It will mean the shifting of millions of people 
from the farms of the South. But these are minor considerations, in 
comparison with the extraordinarily complete control of all the agen- 
cies of public opinion which is generally necessary to keep the national 
will at a tensity necessary to carry through a program of isolated 


prosperity. 
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IV 
APPROACH TO A WORLD NEIGHBORHOOD 


deen. THE Democratic party is the 
party of low tariffs. Actually, Democratic administrations have never 
made changes in the tariff structure great enough to increase foreign 
purchasing power to the extent demanded by the present world dilem- 
ma. If we are going to increase foreign purchasing power enough to 
sell abroad our normal surpluses of cotton, wheat and tobacco at a 
decent price, we shall have to accept nearly a billion dollars more 
goods from abroad than we did in 1929. We shall have to get that 
much more in order to service the debts that are coming to us from 
abroad and have enough left over to pay us a fair price for what we 
send abroad. 


‘This will involve a radical reduction in tariffs. That might seri- 
ously hurt certain industries, and a few kinds of agricultural businesses, 
such as sugar-beet-growing and flax-growing. It might also cause 
pain for a while to wool-growers, and to farmers who supply material 
for various edible oils. I think we ought to face that fact. If we are 
going to lower tariffs radically, there may have to be some definite 
planning whereby certain industries or businesses will have to be te- 
tired. The government might have to help furnish means: for the 
orderly retirement of such businesses, and even select those which are 
thus to be retired. 


Closing down some of the factories would be of grave national 
concern, not only because of the resulting unemployment, but also 
because some types of factories are needed in time of war. It would 
seem, therefore, that international planning must include a complete 
survey, item by item, of all the products that enter into our annual 
output, and a conscious decision as to which kind of products we might 
receive in large quantities from abroad, in time of peace, without 
jeopardizing those industries which we absolutely require in time 
of war. 


We begin here to touch on one of the most potent arguments in- 
voked in this country against international trading and world-wide 
dealings of any sort. We are instinctively suspicious of “entangling 
alliances’ in matters of trade and of world government alike. We are 
afraid of the struggle which international trade in the past has very 
often been. We picture international trade as even more cut-throat, 
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remorseless and unscrupulous than the most piratical performances of 
our home barons of commerce and finance in New York and Chicago. 


I doubt if international trade, at its worst, is any worse than that. 
I see the seeds of war alike in /azssez-faire accumulating pressing sur- 
pluses at home, and in seeking by hook or crook to thrust such sur- 
pluses abroad. Whether such a system is permitted freely to secrete 
and discharge its own poison within national borders or about the 
world at large, the pressure of ungoverned surpluses seems to me an 
equal stimulant to ruination and slaughter, before and during wars. 


Some say that world trade leads to world-mindedness, world sym- 
pathies, world peace. Others say that world trade just gets you out 
among strangers who trim you, and step on your feet, and have you 
fighting before you know it. All such talk seems to me, if weighed in 
the balance, to come to nothing either way. The real question is how 
the trading is done. If it is done blindly in response to expansive 
greed, without planning or governance, it is likely to get you into seri- 
ous trouble, whether you are trading at home or abroad. 


A clean-cut program of planned international trade or barter would 
be far less likely to get us into war, I think, than the attempts to 
function internationally as sellers, yet nationalistically as buyers, in- 
augurated under Presidents Harding and Coolidge, and followed by 
President Hoover. Such tactics pursued in the past by older nations led 
to bloody foreclosure proceedings, at the point of guns. Not dissimi- 
lar current programs in other countries have created a dangerous de- 
gree of tension throughout the civilized world, and there are many 
who think that sooner or later the pressure will be bound to blow itself 
off in another orgy of human killing. We have blown off pressure 
that way very often in the past. 


No sane and conscientious man will count lightly the risk of another 
great war, nor fail to do all in his power by every means possible to 
lessen that tragic risk. Straight, cool-headed thinking about the sort 
of economic warfare which is followed by actual warfare was never 
more needed than now. ‘This time, it would seem, it is nationalist 
pressure that is heading us toward the abyss. The last time, it was 
supposed to be international pressures, expressed in dreams and deeds 
of imperialism, intricately bound up with foreign loans. 


It comes to this: If we insist upon selling without buying, we have 
to lend our surplus to foreign countries, and never take it back. It 
stays abroad. But we think we still own it, and that makes us figure 
out ways and means of keeping the investment safe. We must have 
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some security that transcends the good faith of the borrower. There 
is no surer path to war. 


The method of reciprocal trade, on the other hand, leads to peace. 
It makes no sales without providing opportunities for the buyers to pay 
the bill. Since the bill does not remain outstanding indefinitely, and 
does not have to be collected at the point of a gun, it makes new busi- 
ness easy to get and profitable. 


Germany in 1914 was bursting with manufactured goods and with 
potential productive capacity. It had a so-called unfavorable balance 
of trade, the result of its foreign investments. Idle capital accumu- 
lated within the country, and the Reichsbank as well as private citi- 
zens invested in British and French securities. There was an uproar. 
Critics declared the investment of German money in foreign bonds 
meant strengthening the country’s potential enemies. As an alterna- 
tive, they advocated colonial expansion. If Germany had been ready 
to buy more as well as to sell more goods abroad, the need to send 
away a large portion of the national surplus permanently would not 
have vexed it. Its additional exports would have been paid for in 
additional imports, and the account would have been balanced. True, 
the reciprocal payments in kind would have been difficult to engineer. 
They would have involved some redistribution of the national income, 
because under the existing distribution the domestic market could not 
have absorbed a large additional volume of commodities. The redis- 
tribution might have brought complaint from the privileged, but it 
would probably have obviated greater evils. Never did a country 
more wildly drop the substance for the shadow. 


Creditor countries under normal conditions tend to have “unfavor- 
able” balances of trade. Before the war Great Britain, France, Ger- 
many, the Netherlands and Switzerland had unfavorable balances. 
They were rich creditor countries, with capital invested all over the 
world. This capital returned payments to them in goods—payments 
of interest and principal. It was an important factor in giving them 
an excess of imports over exports. Orthodox economic theory holds 
that an unfavorable trade balance, when it comes from payments on 
successful foreign investments, should not hurt a country. Paradoxi- 
cally, however, all countries in that position try to escape from it as 
soon as they can. They strive to offset the rising flood of imports 
with a rising flood of exports. 


Germany before the war had an import balance, and also increas- 
ing domestic production. It had more goods than its own people 
could buy, and needed a continually growing export market as a 
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safety-valve. It seemed that the only way to keep its factory wheels 
turning was to restore the export market. The wealth it could not 
consume at home had necessarily to be transformed into capital for 
export; and Germany’s natural desire to put that capital where it 
would be safe explains much recent history. 


Germany was not alone in cherishing the desire to sell without re- 
ceiving payment immediately, to export as much as possible and im- 
port as little as possible, to lend and seek reimbursement in world 
power rather than in goods. The nations with whom it fought, in- 
cluding the United States, were possessed of the same illusion that it 
is possible endlessly to sell without buying. Where they accepted 
unfavorable balances of trade they did so unwillingly, and did every- 
thing possible to get out of it. Most nations still cherish the illusion 
that wealth comes from selling without buying; and the notion can 
do us as much harm in the future as it has in the past. 


A neighborhood of trade—with actual goods exchanged, not goods 
for promises to be collected on later at any cost—here, admittedly is a 
situation far from present realities; but it is worth considering. In 
our pioneer neighborhoods the idea worked. And the civilized world 
as a whole today is still, by any measure you choose to apply, in a 
pioneer or primitive condition, or worse. 


In all civilized lands today we stand appalled by the tragic nonsense 
of misery and want in the midst of tremendous world stocks of essen- 
tial goods. Science has given us control over nature far beyond the 
wildest imaginings of our grandfathers. But unfortunately those atti- 
tudes, religious and economic, which produced such keen scientists 
and aggressive business men the civilized world over, make it impos- 
sible for us to live with the balanced abundance which is now ours as 
soon as we ate willing to accept it with clean, understanding hearts. 


I am deeply concerned in this because I know that the social ma- 
chines set up by this new American administration will break down 
unless they are inspired by men who in their hearts catch a larger 
vision than the hard-driving profit motives of the past. Our people 
on the street and on the soil must change their attitude concerning the 
nature of man and the nature of human society. They must develop 
the capacity to envision a cooperative objective and be willing to pay 
the price to attain it. They must have the intelligence and the will 
power to turn down simple solutions appealing to the short-time selfish 
motives of a particular class. 
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Enduring social transformation such as our New Deal seeks is im- 
possible of realization without changed human hearts. ‘The classical 
economists, most orthodox scientists, and the majority of practical 
business men question whether human nature can be changed. I think 
it can be changed because it has been changed many times in the past. 


It is a belief often expressed nowadays that men are born greedy, 
with a strong self-seeking strain of meanness inherent in their make- 
up; and that you can’t change human nature. I cannot believe it. It 
sounds to me like a sheltering modern rationalization built from the 
despised and all but forgotten Puritan concept that only man is vile. 
The real need now is not to change human nature but to give it a new 
chance. And in trying to simplify to myself the change of ways by which 
we may all, as a people, come in time to personal freedom, personal se- 
curity, and to the sort of self-respect which makes life worth living, 
I keep coming back to the question of fear. 


If we could rid the general mass of our people of that paralyzing 
fear which breeds and grows at a bare sustenance level of wages and 
prices, and which spreads in time to infect the whole of business and 
society, it is conceivable that we could proceed in time from an econ- 
omy of denied plenty, with heaping surpluses next door to bitter 
hunger, to an economy of potential abundance developed to the utter- 
most and ungrudgingly shared. It is mean and niggardly in a land so 
wide and rich as this one, and many others, to stem the currents of 
production, and to deflect the things all men desire into channels so 
limited, for a privileged few. It is bad management. Perhaps we can 
evolve in this country an economy that deals in potentialities instead of 
in denial. Perhaps in time we shall be able safely to unleash the produc- 
tive capacities of all our industries, including agriculture, and turn 
out for the widest distribution imaginable the kind of goods which 
Americans, and people throughout the world in general, so achingly 
desire. 


I do not find that men, in general, whether you talk and work with 
them out in the country, or in great cities, are naturally mean. They 
want to amount to something on the face of this earth, naturally; but 
this impulse, unless distorted, does not naturally express itself in pil- 
ing up excessive stocks of goods and money. It may often express itself 
in terms of obscure service. Neither is it the natural instinct of a nor- 
mal man, I find, to want to get up the so-called Ladder of Success by 
tramping on his neighbors’ faces. The President has said, in a talk to 
his Hyde Park neighbors, that the purpose of the New Deal is to revive 
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that feeling of mutual obligation and neighborliness which marked our 
eatly pioneer settlements, and to make that spirit effective throughout 
the modern interdependent community, the nation as a whole. I won- 
der if one reason that the people in those simpler societies were more 
neighborly, and less inclined to prey upon one another, was not simply 
that their fear was of nature rather than of their fellow man. They 
knew for certain that they did not have to gouge other men in order 
to live and provide for their own. They were free men, secure. They 
were not driven by that fear of nameless forces which haunts both 
farm and city faces throughout this world now. They were not forced 
to strike out blindly against these remote, anonymous forces; and to 
be uncompromising, hard and mean in self-defense. I feel that in all 
civilized countries we are all heartily sick of such meanness. 


That an enforced meanness has throughout modern society become a 
real menace, no one can deny. The breadlines testify to this reality; a 
million forced sales of farms in this country tell another part of the 
wretched story; and then you have only begun to take count of all the 
millions the world over who live in constant and degrading fear that 
the same thing may happen to them tomorrow. 


Unless, not with words, but in better wages and prices, we can re- 
move that fear from the minds and hearts of those great masses of 
people who farm or work for wages, our New Deal will be a thing of 
words alone. We must implant security, and a full confidence in con- 
tinued security, throughout the base of our new structure, if we want 
it to stand up better than the one that fell down on us after 1929. 


In our big city press every day now, I see frantic calls for the 
American government to give new assurances to business. The demand 
is that we “restore confidence” in Wall Street and on the Loop. Day 
after day this entreaty is repeated, in headlines which in themselves 
whimper and cry of fear. I think we have a right to expect more than 
that from our American business men. 


Our present administration calls for action that will bring a restored 
confidence, at the base. It calls for direct and courageous correction of 
layoffs and foreclosures, and of paralyzing fear. Until we can cast out 
fear from the base of our structure we shall never be free of it at the 


top. 


In an age when an advanced technology pours forth goods in a 
smothering abundance, fear of freezing to death and starving to death 
should be removed as a matter of common decency from the lives of 
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civilized people as a whole. This is not a cloudy idealism which has 
no basis in facts. Only those really close to science can know the 
abundance that could be ours with even-handed justice and a generous 
distribution between groups. Our grinding efforts to subsist, in the 
mass, on the farm and in great cities alike, the world over, would drop 
into the far background in the light of the attainments we could com- 
mand. 


This nation, and all the developed part of the world, has been ter- 
ribly under the weight of the need to subsist, to keep body and soul 
together, in the past few years. We can throw off that miserable 
burden. We can stand as free men in the sun. But we cannot dream 
our way into that future. We must be ready to make sacrifices to a 
known end. As we wrestle with all the infinite complexities which 
now beset us, the temptation is to give way to false and easy hopes and 
to easy ways of thinking. But we cannot afford to dream again until 
we have taken hold of things as they are. 


The immediate job is to get rid of differentials in the rigidity of the 
various parts of our social machinery, rural, and urban, and to main- 
tain a decent balance between the incomes of major producing groups 
within this and other countries. If this can be done, in time, we shall 
all be ready to move toward any objective we really want to attain. It 
is true that the blueprints of the new order cannot now exist. We ate 
all of us still educating one another to face the fact that we must sac- 
tifice, each of us, some inherited concept, or some childish fable learned 
at our mother’s knee, for the sake of the day to come. 


Here at home, as elsewhere, the problem fundamentally is one of 
deciding what this people wants to do soon, how much they want to 
accept from abroad and how much they wish to send abroad. Our 
resources and scientific inventiveness are so great that the problem 
would be very simple if it were not for the fact that we are continually 
being lost in superficialities because of the warring selfishness of men 
who are more interested in keeping themselves above their fellows than 
they are in cooperating with their fellows so that we may all move for- 
ward in a world companionship. 


We are all sick and sore at heart as we look at the misery of so 
many millions of people, including among them many of our close 
friends and relatives; and we ask again and again why this should be 
so in a nation so blest with great resources, with nearly half the world’s 
gold, with great factories, with fertile soil and no embarrassing ex- 
ternal debt. We look at all this and ask what mainspring inside of 
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us is broken, and where can we get a new mainspring to drive us 
forward. 


Business men operating as individuals on the animal plane can 
destroy us no matter how great our scientific discoveries. As a matter 
of fact, the greater the discoveries, the more certain the destruction, 
with things as they are. 


We are approaching in the world today one of the most dramatic 
moments in history. Will we allow catastrophe to overtake us and, as 
a result, force us to retire to a more simple, peasant-like form of ex- 
istence, or will we meet the challenge and expand our hearts, so that 
we are fitted to wield with safety the power which is ours almost for 
the asking? From the point of view of transportation and communi- 
cation, the world is more nearly one world than ever before. From 
the point of view of tariff walls, nationalist strivings, and the like, the 
nations of the world are more separated today than ever before. Week 
by week tension is increasing to an unbelievable degree. Here resides 
both danger and opportunity. 


The religious keynote, the economic keynote, the scientific keynote 
of the new age must be the overwhelming realization that mankind 
now has such mental and spiritual powers and such control over nature 
that the doctrine of the struggle for existence is definitely outmoded 
and replaced by the higher law of cooperation. When cooperation 
becomes a living reality in the spiritual sense of the term, when we 
have defined certain broad objectives which we all want to attain, 
when we can feel the significance of the forces at work not merely in 
our own lives, not merely in our own class, not merely in our own na- 
tion, but in the world as a whole—then the vision of Isaiah and the 
insight of Christ will be on their way toward realization. 


This cooperation to which I refer depends for its strength on a re- 
vival of a deep recognition on the part of the individual that the world 
is in very truth one world, that human nature is such that all men can 
look on each other as brothers, that the potentialities of nature and 
science are so far-reaching as to remove many of the ancient limita- 
tions. This concept which now seems cloudy and vague to practical 
people must be more than the religious experience of the mystic. It 
must grow side by side with a new social discipline which leaves 
free the soul of man. Never has there been such a glorious chance 
to develop this feeling as in this country today. 


[25 } 


V. 


MIDDLE GROUND: NEW DEALING WITH THE WORLD 


Ge FINALLY to consider a planned 
middle course in world trade, it would be sensible for us to pause a 
moment and more closely define our terms. There can be in practice 
today no such thing as an unmixed nationalist policy, or an unmixed 
internationalism. In using the term nationalism in this presentation 
of the American dilemma, I have meant simply to indicate the world 
trend toward a complete nationalist self-containment. By use of the 
term internationalism I have meant the opposite trend, toward wider 
and larger trade, the world over. 


No matter how fervently nationalist or free-trade in principle our 
planned future policy may be, the jostle of world circumstances will 
be almost certain to take us across middle ground. With the modern 
world as it is, absolutely free trade is a dream probably never to be 
realized; and so is a completely independent national economy. Some- 
where between these improbable extremes lies the proper course; and 
that is the course we are following now. But the trouble is that we 
have at present no markers set up to guide on. With great spirit, but 
with no commonly understood destination, we are veering off this way 
and that as obstacles arise. We are temporizing until we have estab- 
lished a definite marker which most of our people will be willing to 
accept as our destination for generations to come. 


I cannot too strongly emphasize this peculiar disadvantage of a 
middle course. The phrase “middle ground” suggests continual com- 
promise. It offers refuge for indecision. It can be made a persuasive 
excuse for first giving in to this interest and then to that one. To be 
crowded now toward lower tariffs and then toward higher ones is not 
to follow a planned middle course. The result indeed is to lose the 
advantages, psychological and otherwise, of a clear-cut course toward 
either extremity, and to take on the handicaps of both. 


A middle course need not be indefinite. It can be clear-cut and un- 
compromising, if we choose to make it so. To begin with, we can set 
up tentative markers and discuss the gain and the cost of a resolute 
march along that line. And as a result of our discussion we can far 
more definitely reset the markers in accord with the common will for 
the long pull. 
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The widest range of alternatives between nationalism and inter- 
nationalism I have roughly stated thus: If we continue toward na- 
tionalism we must be prepared to make permanent the withdrawal 
from cultivation of over 50 million acres of fairly good farmland, and 
face the consequences of all the social and economic dislocations which 
are bound to ensue. If, on the other hand, we choose not to put our 
agriculture under so high a degree of interior tension and discipline, 
we must drastically lower tariffs and reorganize industry, so that we 
can receive from abroad another billion dollars worth of goods each 
year. 


The planned middle course I propose as a basis for present dis- 
cussion is one precisely halfway between these two extremes: a line 
of march along which we would lower tariffs enough to bring in an- 
other half-billion dollars worth of goods annually, and permanently 
retract of our good agricultural land some 25 million acres. 


To depict the pain this course would cause industry on the one 
hand, and agriculture on the other, would be but to restate in less 
demanding terms, facts and speculations developed in previous sec- 
tions of this pamphlet, in respect to the price of unmodified isolation, 
on the one hand, and of an unmodified drive for world markets, on the 
other. The fact that agriculture would suffer far the more under 
isolation, and that industry would bear the brunt of changes necessary 
to widespread renewel of world trade, may here, however, be briefly 
reiterated; for here is a fact suggesting that a planned middle course 
is the fairest and wisest for all concerned. 


Whatever course we choose, I should like here to emphasize that— 
agriculture, finance, labor—every man and every woman in this coun- 
try have a common stake in seeing that we go back to simple horse- 
trading common sense in our dealings with other countries, and lay 
off all such intricate paper deals and debts as put us where we were 
on March 4, last. It would pay us all to become more import-minded. 
Let us get it straight in our heads that we should not make loans abroad 
until we have first achieved a lowering of tariffs that will permit the 
repayment of our loans. 


This, in essence, should be our New Deal method of dealing abroad. 
Again and again, we shall be tempted under stress to postpone the 
New Deal method—goods for goods—and take another flyer on the 
Old Deal loan method, a contortion based on the oldtime mercantile 
dream of selling limitless quantities of goods indefinitely, and buying 
hardly anything. 
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In President Roosevelt's Looking Forward, a book made up of his 
campaign declarations, he said: 

“Instead of romantic adventuring in foreign markets we expect and hope to sub- 

stitute realistic study and actual exchange of goods. We shall try to discover with 

each country in turn the things which can be exchanged with mutual benefit and 


shall seek to further this exchange to the best of our ability. This economic 
interchange is the most important item in our country’s foreign policy.” 


Foreign loans are all right provided at the time we make them 
we know that we are certain to have a tariff policy which permits their 
repayment. This means a totally different kind of tariff policy than 
we have ever had in the past. It means a considerable change in the 
psychology of the American people. Ideally it means when we make 
a loan anywhere outside the United States that we know approximately 
the quantities of the different kinds of goods which we are going to 
accept from that nation in repayment. It means that we play the game 
in an even more definitely conscious way than England has played it 
with Argentina. I mentioned that method early in this pamphlet. 
England loaned money to Argentina to build railroads and furnished 
the railroad equipment. In return, England received from Argentina 
its wheat and cattle. With us the necessity for definite planning in 
our loans and our tariffs is much greater than with England, because 
our tariffs are so much higher. It is easy for foreign trade experts to 
talk about triangular and polyangular trade and thus avoid the neces- 
sity of forming clear-cut trade deals with a given country. But if we 
are going to trend toward internationalism, it seems to me that the only 
safe way to handle it is to conclude both loans and trade deals with 
foreign countries as nearly as possible on a bi-lateral basis and not get 
involved in the confusing complexities of triangular and polyangular 
trade with which the economists like to mess up our minds. 


Few people realize that it takes just as much planning to follow 
a plan of internationalism by exchange of goods, not promises, as it 
does the path of nationalism. The planning is of a different sort and 
is not as apparent to the rank and file of the people. England, be- 
cause of the fact that it has had an extraordinarily well-educated upper 
class—able to think in terms of decades instead of in terms of weeks, 
and which also commanded the confidence of the rank and file of 
the people—has been about the only nation able to engage, for an im- 
pressive number of years, in plans of internationalism successfully. 


A truly practical readjustment of our own tariff policy would involve 
the careful examination of every product produced in the United 
States or imported, and the determination of just which of our mon- 
opolistic or inefficient industries we are willing to expose to real 
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foreign competition. ‘This problem should be approached from the 
point of view of a long-time national plan which we are willing to 
follow for at least 20 or 30 years, even if some of our friends get hurt, 
and howl continuously to high heaven. 


Throughout the world, protected industries have been piling up 
surpluses, and clamoring for further protection and export outlets in 
the same breath. In such a struggle, all cannot be winners. ‘Tariff 
walls rear higher and higher; complaints multiply. In the confusion 
it sounds like a plea for freer trade. It is something very different. 
What the nations demand in unison is only more outbound traffic. 
More inbound traffic they feel they cannot accept. Every surplus coun- 
try needs deficit areas to balance it off; and as the surplus countries 
increase, the deficit areas decrease. Thus by inexorable logic, say the 
economic nationalists, the nations drive steadily on to economic iso- 
lation. 


I have tried to show that such conclusion does not inevitably follow. 
Nor should we conclude, from the fact that international trade has 
declined heavily throughout the world since 1929, that it is destined 
to decline permanently. Compared with the developed parts of the 
world, the relatively undeveloped parts are still very large. Among 
these we may include vast areas in Africa, India, China, Russia, South 
America and elsewhere. Moreover, the nations that we consider well 
developed are probably nowhere near the limit of their possible de- 
velopment in civilized purchasing power. It would be mere guesswork 
to infer from the experience of the last few years that expansion in 
the world trade has passed the zenith. It may be that we have seen 
only the early stages. Expansion on sound lines, with trade based on 
genuine reciprocity of one sort or another, may furnish scope for ex- 
panding economic energy indefinitely. 


Trade expansion forced at the point of the gun is, of course, an 
entirely different matter. That game is never worth the candle. Cer- 
tainly, however, opportunity still exists for the sane and peaceful 
expansion of world commerce. 


There is world trade to be had. By paying the price the United 
States can get its share. What is that price? It must buy abroad as 
well as sell abroad. It must import as well as export. In its general 
form, this proposition excites no opposition; but its particular applica- 
tions do. Arrangements to bring in more goods, so that more may 
be sent out, involve pains as well as profits, and neither the pains 
nor the profits affect all citizens equally. It does not appeal strongly 
to an American manufacturer to be told that if he will sacrifice a 
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part of his domestic market to his foreign competitors, our farmers 
will have a better foreign market. He wants to know at once if there 
is not a way to do the trick without hurting anyone. There is none. 


There will be actual pain, from dislocations in the business struc- 
ture, and psychological pain from dislocations of traditional attitudes, 
and from denials of the traditional American opportunity to rule or 
misrule one’s own business in one’s own way, regardless of general 
consequences; whatever course we choose. 


It should be recognized that our surplus problems here in the 
United States, and the resulting necessity of keeping parts of our 
factories idle and withdrawing acreage, or of widening foreign mar- 
kets, or of doing these things in combination, is really part of a world 
surplus problem. This country has more industrial as well as more 
agricultural capacity than it needs for home consumption. Surplus 
capacity in industry shows up mainly in unemployment, rather than in 
a persistent accumulation of commodities; but in all branches of our 
economic life there is an identical tendency for production to outrun 
consumption. Other nations have just the same trouble, as we know 
from the prevalence of unemployment and dole systems throughout 
the world. 


It happens that in this nation the surplus problem is most acute be- 
cause most of our customers already owe us more money than they can 
Pay; 

Now, it is this discrepancy between production-power and domestic 
consumption which makes all nations wish to sell more abroad than 
they buy abroad, and gives rise to economic nationalism in its most 
determined forms. ‘There can be little doubt that the trouble traces, 
in whole or in part, to a maldistribution of income. That doctrine is 
implicit in our New Deal, which seeks to compensate for falling mar- 
kets by building up purchasing power at home. 


On a national and on a world scale alike, the tendency of old-time 
opportunist capitalism to pile up surpluses and to polarize wealth 
leads to disaster. Planned production and plans for a better distribu- 
tion of income are essential to safe and decent business within nations, 
and among nations. Whether you are an extreme free trader, in prin- 
ciple, or an extreme isolationist, maldistribution will kill any attempt 
toward plenty, security and release. 


Throughout the world, the Old Deal balanced production with con- 
sumption by a steady increase in the number of consumers beyond the 
nation’s borders, by means of loans. This system minus the usual com- 
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ponent of force worked for us, or seemed to work, for some years after 
the war. It broke down when our loans went bad; and our loans went 
bad because we refused to become import-minded. 


Now we are trying a new method, a New Deal, which seems to me 
to rest on irresistible logic: We are trying to build up consumption per 
capita at home, as a substitute for the continual search for new con- 
sumers abroad. Our new method involves a planned redistribution of 
the national income, in contrast with the unplanned redistribution that 
takes place regularly, and usually ar aes in every major economic 
crisis the civilized world over. 


In the typical business breakdown, wealth tends to become more 
concentrated than ever. Creditors get more of the national income; 
debtors and wage-earners get less. Consumption of commodities de- 
clines, since buying power gravitates away from need and toward 
satiety. Those who need goods cannot buy. Those who can buy have 
no need. To force exports, with no provision for payment in kind, 
seems to be the only way out. 


Our New Deal seeks to promote consumption more soundly. It di- 
rects purchasing power to those in need, by wage advances and allevia- 
tions of debt. It lessens the need to force exports. It looks toward 
balancing production with consumption at home. 


Increased consumption so promoted does not absorb every surplus. 
Boom wages would not melt our total cotton or wheat supply. Even 
at the 1929 levels, we would still be in a jam. Better distributed 
purchasing power does tend, however, to create a larger demand. If 
we cannot eat all our wheat or wear all our cotton, we can swap what 
we have left over for something that we want. A wage-earner with 
purchasing power left over after his family has all the necessaries, may 
want some luxuries from abroad. With the money he sends away in 
payment, a foreign customer may pay for some of our wheat or cotton. 


There is no more effective way to melt surpluses in any country than 
to put buying power in the hands of the people there. Our New 
Deal method has great advantages in that it tends to simplify not only 
the domestic but the foreign trade problem. It does so first by dimin- 
ishing the quantities that must perforce be sold abroad, and secondly 
by blunting the objection to accepting imports in payment. Well- 
distributed purchasing power permits the country to buy more foreign 
as well as more home products. 


It is evident that the chief factors in our problem are linked, and 
cannot be separated. First there is the retreat from excessive farm 
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production for export. How far the retreat should go depends, of 
course, on the state of the demand abroad and at home. The foreign 
demand will vary with the facilities we afford other nations to send 
us goods in exchange—that is to say, how much we dare lower tariffs. 
Plainly, the farm retreat ties up with our tariff policy, which in turn 
hangs upon the success of the New Deal. 


Revision of our tariff downward will have far better prospects if 
our New Deal succeeds than if it fails. Success in the New Deal 
will mean an increase in and a better distribution of purchasing power. 
Manufacturers and wage-earners will be no longer in terror for their 
businesses or their jobs, and will be quicker to acknowledge the neces- 
sity for the country to buy where it expects to sell. If we can set 
our own chaotic system into better order, there will be not only more 
willingness, there will be more power to buy abroad. With a margin 
over necessities, the average citizen will be able to pay for useful and 
desirable foreign goods. And at the same time he will be able to 
continue supporting home industry. He will buy more farm goods 
too. Thus the farm surpluses will come under an attack from three 
quarters simultaneously—from the farm retreat, from a more en- 
lightened tariff policy, and from an improved purchasing power, which 
will aid agriculture by increasing domestic consumption directly and 
also by increasing the ability of our foreign customers to sell goods 
here. 


In the third section of this pamphlet I spoke of the wrench that 
strict nationalism gives the free spirit, the painful degree of discipline 
involved. It would be unfair not to point out also, in concluding, 
that a steadfast national allegiance to any fixed course, international 
or intermediate, also requires a certain degree of regimented opinion. 
To lower or to tear down certain tariff walls, and to keep them down, 
would require on the part of the general public great solidarity of 
opinion, and great resolution. The degree of education and of propa- 
ganda required to make the great body of American consumers, rural 
and urban, stand firmly together for lower tariffs would have to be 
rather intense. 


And yet I do not feel that the public opinion behind such a pro- 
gram would have to be straight-jacketed as much as it would have 
to be under pure nationalism. You would not have to impose as many 
unwelcome restraints on as many people. Any formulation of inter- 
national attitudes in this country is certain to come under heavy fire 
from special interests protected by tariffs. But I do not feel that the 
resulting struggle of wills will do as much violence to our democratic 
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traditions as would a call, sustained by the government, for national- 
ism, to the hilt. 


I should like to see the campaign for a middle-ground policy con- 
ducted as a campaign of reason, with millions of personal contacts and 
arguments, man to man. The opposition will be bitter and powerful; 
but I am convinced that the time has come for the great body of 
Americans to formulate a long-time trading program for this country 
which they are willing to stand behind, no matter how plausible the 
appeals of special pleaders. 


What I have tried to show is that there are sound arguments on 
both sides of this question. The nationalist rests his case on the idea 
that we cannot expect any longer to trade with the world as we used 
to. He does not expect an adequate natural revival of foreign de- 
mand, and believes it would be folly for us to stimulate the demand 
artificially by loans. 


The internationalist position, on the other hand, is less pessimistic 
about natural foreign trade prospects. The internationalist does not 
regard loans as the only means of brightening those prospects and 
enlarging them. He holds that there is no possible way of making 
loans eventually secure unless we become import-minded. He would 
rather trust to tariff concessions and other means of developing trade 
reciprocally. He considers the pains of this course to be less than 
those of a nationalist program. 


I lean to the international solution. But it is no open and shut 
question. It needs study, and above all dispassionate discussion. Un- 
fortunately, those arguments which appeal to fear, to suspicion of 
neighbor nations, to narrow self-interest, and to ingrained hatred of 
change are the arguments which will be most loudly invoked. I want 
to see the whole question examined by our people in a new spirit. 
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